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T hirty years ago, when the business world sought innovation, most eyes looked West – mainly to the OECD countries considered to be the most 
economically advanced. We focused on tech-
nology-based product innovations, which were 
conceived for Western customers, developed in 
laboratories close to the headquarters of Western 
companies, and rolled out in the world’s wealthi-
est markets: North America, Western Europe and 
Japan, an honorary member of the Western club.
This is no longer the case. Now, when the 
business world asks where the next innovative 
product or process will come from, what it will 
consist of, where it will be developed, and how 
and where it will be launched, many people 
start looking East. That’s because the innova-
tion landscape has changed dramatically.
Population growth in China has created 
a large group of reasonably well-off consum-
ers who are willing to spend. Recognizing that 
China now commands the world’s biggest car 
market, for example, manufacturers such as 
Audi, BMW and Citroën are opting to unveil 
their latest creations and concept vehicles at 
the Shanghai Auto Show, rather than in Detroit 
or Geneva.
Close on the heels of China is India, whose 
demographic dividend is predicted to pay off by 
2025, when India’s population is expected to 
surpass China’s. What’s more, more than half 
will be under 25, and if you include those up to 
the age of 35, India will have the world’s largest 
population of younger workers, giving them a 
strong productivity advantage. 
Add to this the nearly 600 million people in 
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Today when the business 
world asks where the next in-
novative product or process will 
come from, many people start 
looking east.
Based on decades of inter-
action and interviews with 
privileged observers in Asia, 
the author starts by discuss-
ing four innovation trends that 
have been heavily influenced by 
the growing capabilities in the 
emerging economies of China, 
india and southeast Asia. the 
sources of innovation have 
become much more dispersed, 
the lead user has become frag-
mented, innovation has shifted 
from technology to business 
models, and many innovations 
now come from simplifying or 
scaling down existing products 
or services. 
then, the author considers 
the basic principles of good 
innovation management that 
apply across the board, focus-
ing on four areas that require 
special attention in the emerg-
ing Asian context. 
understanding the variations 
is important, he says, so that 
managers can begin to align 
their business strategies with 
each country’s unique competi-
tive advantages, and manage 
innovation in emerging econo-
mies accordingly.
EXECuTIVE SuMMARY
Southeast Asia who have all experienced high 
levels of growth over recent decades, and you 
have what is fast becoming the world’s largest 
new consumer base. 
Clearly, the lead user comes from a very 
different place, and the demands of these new 
and existing customers are changing not just 
the pattern but the very nature of innovation 
itself. Soon we will see what Vijay Govindara-
jan, of Tuck School of Business at Dartmouth, 
has called “reverse innovation” – innovations 
being developed first in developing countries, 
and then flowing back toward Europe and 
North America, where Western consumers will 
embrace them. 
Don’t believe me? Just take a look around 
your neighborhood. Fusion food, or the blend-
ing of Eastern and Western culinary traditions, 
is already on the menu. Bollywood is gaining 
market share over Hollywood. Singapore Air-
lines has defined new standards for the inter-
national air travel experience. In all these ways 
and more, emerging countries, particularly 
those from Asia, are playing a much more im-
portant role in the innovation process. 
This article is based on years of interaction 
and interviews with privileged observers in 
Asia – senior managers, scholars, leaders of in-
novative firms and policy makers. Over a period 
of two years, colleagues and I converted these 
interviews into some 30 case studies, which re-
vealed several common categories of innova-
tion challenges. These, in turn, provided the 
basis of a written survey, which was sent to sen-
ior managers operating in Asia. We chose firms 
for their diversity in size, sector and country 
of origin, including China, Hong Kong, India, 
Indonesia, Malaysia, the Philippines, Singa-
pore, South Korea, Sri Lanka, Taiwan and Thai-
land. The results are summarized in my book, 
Inspire to Innovate: Management & Innovation in 
Asia, coauthored with Sam Garg. For the pur-
poses of this article, I will highlight a few ideas 
derived from that research to inspire managers 
seeking to innovate in today’s new landscape.
Four innovation Trends
The growing capabilities in the emerging econ-
omies of China, India and Southeast Asia have 
given rise to four innovation trends. Although 
these four trends are not exclusive to Asia, I 
would argue that they are heavily influenced by 
what’s happening there.
1. Dispersed Sources of Innovation
The sources of innovation have become much 
more dispersed. This is not to say that all innov-
ation is moving to the high-growth countries of 
Asia. Pharma innovation still comes from com-
panies like Novartis in Switzerland or Bayer in 
Germany, Silicon Valley is still a fertile seedbed 
for technological innovation, and the United 
States and Western Europe are still generating 
innovation in fast-moving consumer goods. 
What I am saying is that innovation is no 
longer confined to these locations, concen-
trated in a few mainstream multinationals and 
top-tier universities, as used to be the case. The 
center of gravity has been gradually shifting 
away from the usual suspects, and this trend is 
accelerating and multiplying in various ways.
INDuSTRIAL INNOVATION. When manufacturing 
plants first moved to China, India, Vietnam and 
Indonesia, these factories were often little more 
than receivers of process technology from their 
parent organizations in the industrialized world. 
Nowadays, however, these factories are anything 
but simple; they have become extremely sophis-
ticated, capable of running complex automation 
projects. Keppel Integrated Engineering in Singa-
pore, for example, is one of the most innovative 
manufacturers of oil drill platforms. Producers of 
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industrial machinery or automation equipment 
know this, and are shifting their labs to where 
their customers and their biggest opportunities 
are. Intra-Asia shipping may soon overtake trans-
atlantic trade volumes, making it increasingly 
likely that the ports of Singapore, China or India 
will drive tomorrow’s innovation in shipping 
logistics. The shift of production and manufac-
turing to China and other Asian countries means 
that when it comes to industrial process innova-
tion, the apprentices have become the masters. 
In another sign that China is fast shedding its 
reputation as a cheap toymaker to become a lead-
ing provider of engineering solutions, Shanghai 
Zhenhua Heavy Industries Company beat U.S. 
steelmakers to manufacture the new San Fran-
cisco/Oakland Bay suspension bridge.
REVERSE INNOVATION. The traditional trajectory 
was to take an expensive project originally devel-
oped for affluent markets, and then reengineer a 
low-cost alternative for the developing world. 
Now, products are being designed for low-cost 
markets and then upgraded for Western buyers. 
When Nokia, for example, set out to design 
a cell phone suited to Indian realities, it came 
up with a global best-seller. In accounting 
for rougher conditions and erratic electricity 
supplies in rural areas, Nokia ended up devising 
a more robust product resistant to shock, 
humidity and dust, with a longer battery life 
and a stronger backlight that could provide 
illumination in darkness. Of the 350 million 
Nokia cell phones produced between 2006 and 
2010 in its Indian manufacturing facility, half 
were exported.
R&D. Countries such as Singapore, South Korea, 
Taiwan or China have invested heavily in re-
search capabilities, enabling them to seduce in-
ternational talent, or attract back some of their 
own citizens who had left a long time ago, to come 
and work in their universities and research insti-
tutes. This reverse brain drain is starting to show 
results. China is rapidly becoming the biggest 
contributor to scientific journals and patent ap-
plications, while Singapore is making headway in 
genetic engineering and medicine. 
CONSuMPTION. In non-Japan Asia, from the 
north of China to Southeast Asia, and over to 
India and Pakistan, we find close to four billion 
people, and thus, potential consumers. But more 
importantly, based on a quick calculation of the 
income distributions in these countries, there 
are around 750 million people living in this part 
of the world who can be classified as lower middle 
class or above. I define lower middle class as fami-
lies who have an income of more than $5,000 per 
year, and with that income they are able to save 
and invest in consumer durables like TVs, hi-fi, 
motorcycles or simple real estate. Such consum-
ers can make choices, and through these choices, 
they will determine future demand and innova-
tion. In fact, they already do.
2. Lead User Has Become Fragmented
Just as innovation can now come from any-
where, so the lead user has become fragmented, 
and emerging markets have become key com-
ponents in this new dynamic.
Since research on innovation management 
began in the late 1960s, we have always empha-
sized the importance of listening to the user of 
potential innovations. In the July 1986 issue of 
Management Science, Eric von Hippel of MIT 
Sloan School of Management coined the con-
cept of “lead users” – those facing needs that 
will be general in a marketplace, but who are 
facing them months or years before the bulk of 
that marketplace encounters them. By collab-
orating with these quasi-trendsetters and tap-
ping into their latent and tacit knowledge and 
needs, innovators are well positioned to bene-
fit significantly by obtaining early solutions to 
general needs.
So far, so good. But the original concept 
somehow assumed that such a lead user was a 
Innovation is no longer confined to a few mainstream 
multinationals and top-tier universities. The center of 
gravity has shifted away from the usual suspects, and 
this trend is accelerating in various ways.
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well-defined group of people or organizations. 
Suppose you want to develop a smartphone for 
a target segment of 13 to 19 year olds who will 
use it mainly for texting and apps. Where do you 
find the lead user? 
For sleek, fashionable electronics, you may 
have to go to California, where the iPhone was 
developed. But for miniaturization of the elec-
tronics, which will be needed to make the device 
slick and thin, you may have to go to South Korea, 
Japan or Taiwan. To understand the sophisti-
cated usage of SMS, you may have to gauge the 
texting patterns of teenagers in the Philippines, 
which during the late 1990s and early 2000s be-
came known as the text messaging capital of the 
world. According to 2008-09 figures, roughly 80 
percent of the Filipino population has a mobile-
service subscription, sending around 1.4 billion 
SMS messages daily.
 What this shows is that you need to raise 
your antenna to pick up signals from the market 
in different and sometimes unexpected places – 
which, in many cases, may well be the emerging 
markets of Asia. 
3. Business Model Innovations 
Consider another example from the Philippines: 
Smart Communications was a late entrant in the 
mobile telecommunications industry. A com-
mon business strategy might be to enter into 
price wars with foreign brands and other Asian 
competitors, trying to compete at their level by 
offering ever cheaper versions of premium prod-
ucts and services. But Smart decided to live up to 
its name and do something completely different. 
Observing the successful sachet business 
model used to package consumer goods like 
shampoo in small packets priced for low-in-
come consumers, Smart introduced a service 
called e-Load, which was essentially “airtime in 
sachets.” More than 95 percent of mobile phone 
users in the Philippines use a prepaid service, 
but instead of selling prepaid cards for the usual 
300 pesos, Smart offered them at the “sachet” 
price of 30 pesos. 
In addition, Smart combined an existing ser-
vice it provided for making financial transactions 
and cash transfers using mobiles, to include the 
ability to load and pass phone credits over the air, 
too. This liberated Smart from being a physical 
shop in a mall, to being able to reap commis-
sions via its vast mobile network, reaching the 
farthest corners of not only the Philippines and 
its many islands, but the whole world, given the 
millions of Filipinos working abroad who could 
now remit phone credits as well as money to rela-
tives via their mobile phones. 
Moreover, by partnering with a local fast-
food chain and convenience stores like 7-Elev-
en, people could receive their transactions 
without having to go through the normal bank-
ing system, and all of it without any expensive 
3G technologies. 
Smart is considered one of the world’s 
most innovative wireless service providers, 
all by coming up with an innovative business 
model that would likely never have arisen had 
there not been a large low-income segment re-
quiring the company to take a novel approach 
in the first place. 
In earlier decades, innovation was often as-
sociated with technology: sending a man to the 
moon, the mainframe, personal computers. 
But over the past 20 years, while technology 
remains an important enabler, the real innova-
tion has shifted to business models. Whereas 
technology is relatively straightforward to de-
velop, the business model – that is, how to make 
money out of it – is a very different and often 
more difficult story. 
The extraordinary market conditions of 
emerging economies mean that some of the 
most imaginative business models are com-
ing from these contexts – ranging from the 
example of Smart Communications, to service 
innovations in health care being developed by 
new hospital companies in Singapore, Thailand 
and Malaysia.
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4. Scaling Down: Doing More With Less
The fourth trend is that many innovations now 
come from scaling down existing innovative 
products to simpler, more robust applications, 
which can work for poorer segments of the 
consumer market. This arises more naturally 
in emerging economies, and has been labeled 
Shanzai innovation in China, and Jugaad or 
Ghandian innovation in India.
SHANZHAI INNOVATION. Several Chinese com-
panies have coupled their low-cost-based op-
erations with quick development timelines 
and a capability to invent around patents, 
which allows them to create cheap, high-qual-
ity imitations of new, branded products soon 
after the launch of the original, at a fraction of 
the price. 
This process has already captured a large 
market share of the Chinese domestic market 
for mobile phones. The example of Apple Peel 
illustrates this well. The Yosion Apple Peel 520 
is a wireless device that acts as a skin that slips 
over the iPod Touch, adding mobile voice and 
text messaging capabilities to the iPod Touch. 
You essentially get an iPhone for the price of a 
much cheaper iPod and an $89 Chinese gadget. 
JuGAAD OR GHANDIAN INNOVATION. To over-
come a lack of resources and apparently in-
soluble problems, India has taken its historic 
knack for improvising make-do’s and alterna-
tives, and given hundreds of modern products, 
organizations or business models its custom-
ary clever spin. Tata’s $2,000 Nano car is per-
haps the best-known example of this. 
Another is Narayana Hospital Group in 
Bangalore, created by surgeon Devi Shetty, 
which specializes in pediatric heart surgery 
and successfully performs more heart oper-
ations than any comparable institution, at a 
fraction of the cost. By building huge “health 
cities” with thousands of beds, it applies a pro-
duction-line model to health care to achieve 
economies of scale, boasting results equiva-
lent to or better than any Western provider. 
According to the BBC, a British govern-
ment delegation recently traveled to Banga-
lore to see what lessons could be learned and 
applied to the U.K. health service. “What 
we’re trying to do in the U.K. because of our 
budget problem is to get more for less,” Brit-
ain’s Business Secretary Vince Cable was 
quoted as saying. “Not having inferior health 
because there’s less money, but actually get-
ting more out of the system for less resource. 
And you’ve shown us a model here by which 
we can do this.”
Dr. Shetty is also reportedly collaborating 
with the government of the Cayman Islands to 
create a similar facility close to Florida, pro-
viding affordable operations for uninsured 
Americans.
How to innovate in Asia
Clearly, the innovation landscape is changing, 
and Asian economies are playing a bigger role 
in this. For companies from industrialized 
countries, these emerging economies repre-
sent great markets and vibrant sources of ideas, 
which will need to be integrated in their innova-
tion networks. Likewise for many players from 
Asia, there are interesting opportunities to use 
the capabilities in their home markets to offer 
the world new products, systems, services or 
processes. Thus, everyone needs to understand 
how to manage the innovation process in Asia.
Managing innovation in emerging econ-
omies is no great mystery. The basic principles 
of good innovation management apply equally 
to emerging economies as to the United States 
or Western Europe: good leadership; excellent 
project management capabilities under con-
ditions of uncertainty; intelligent knowledge 
management; an ability to take calculated risks; 
and, of course, a bit of luck.
However, from my own case studies and 
observations over the past decade, I have 
For companies from industrialized countries, 
emerging economies represent great markets and 
vibrant sources of ideas, which will need to be 
integrated in their innovation networks.
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learned that the emerging economies of Asia 
raise particular challenges for innovators 
in four key areas that are also vital for good 
innovation management: an integrated 
organizational framework; significant effort 
to protect intellectual property; a willingness 
to listen to end users; and fertile conditions 
to stimulate imagination and creativity. Let’s 
consider each in turn (see Exhibit 1).
1. Organizational Philosophy
A lot has been written on the different ways 
of organizing for innovation: one can be func-
tional, project oriented, networked and so on. 
But the most important insight is that, to imple-
ment innovation, the whole organization has 
to take ownership of it. Innovation cannot be 
delegated to a development group, a new busi-
ness task force or a marketing department. 
From the first spark of inspiration to the final 
product, service or system, top management 
and operational levels have to be mobilized 
together if the innovation is to work.
With regard to the emerging economies of 
Asia, many organizations struggle with three 
challenges.
MANY ARE FAMILY BASED. As such, they are con-
trolled at the top by a relatively small group of 
family members who often become a bottleneck 
for strategic decision making. In the trade-off 
between the attention needed for operational 
problems and thinking about innovation, the 
latter often loses out. 
MANY ARE HIERARCHICAL. The great respect that 
many Asians pay to their elders means that 
their organizations can become rather hierar-
chical. While this can be a boon when it comes 
to implementing operational solutions rapidly, 
the flip side is that those at the bottom of the 
organizational chart may be much less likely 
to challenge those at the top. Imagination and 
creativity may well exist, but there need to be 
flexible, organic channels to express those 
ideas, so that they can bubble up and be heard 
by those at the top. Letting all voices be heard 
at every stage of the process, so that adjust-
ments can be made as you go along, is a crucial 
factor that conditions innovation.
MANY ARE “SERVERS.” Some emerging-market 
organizations are set up simply to serve the 
needs of a principal agent based somewhere 
in Japan or the United States. When this is the 
case, the organization lacks its own internal 
capabilities to work outside its home envi-
ronment, and cannot easily capture market 
signals from elsewhere by itself.
These three challenges need not impede 
Asia-based organizations, but they do require 
that these organizations unlearn past lessons 
on how to be successful, and then begin to re-
build their organizations according to a new 
organizational paradigm. 
The Taiwanese semiconductor industry 
stands as a good example. It was built with 
the help of capable managers who had stud-
ied and worked abroad with companies like 
IBM, Motorola or Texas Instruments. These 
returning managers brought organizational 
structures and international openness back to 
Taiwan with them, and built what is perhaps 
one of the most formidable set of companies in 
the semiconductor industry today.
Exhibit 2 depicts a simplified model of the 
organizational integration necessary to imple-
ment innovation, derived from a model pro-
posed by INSEAD Prof. Reinhard Angelmar.
2. Intellectual Property
Simply innovating is not enough: you need to 
protect your innovative output, otherwise all 
the time, money and effort invested will be 
wasted, if a competitor can easily copy your 
innovation and reap the rewards. In Asia, this 
has been an ongoing cause for concern, as many 
brand-name goods are notoriously copied. 
Recently, two of China’s biggest technology 
companies, Huawei Technologies Ltd. and 
ZTE Corp., have gone to court alleging patent 
infringement involving 4G mobile technologies 
– though curiously, they filed suit in Europe 
rather than in China. David Wolf, CEO of 
Wolf Group Asia, was quoted in several media 
as saying: “They are making an interesting 
statement by filing those lawsuits not in 
Chinese courts but overseas, because Chinese 
courts are perceived to be very political, and 
they want this matter obviously adjudicated 
on the legal merits.”
This would imply that intellectual prop-
erty rights are treated rather differently in 
Asia than in Europe. Some say this is because 
Asian entrepreneurs tend to place more value 
on “tangibles” – raw materials, property, 
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physical products – than “intangibles” like 
brands, logos and know-how, which are much 
harder to pin down. 
However, as shown by the Huawei vs. ZTE 
lawsuit – the first of its kind between Chinese 
players – the importance of intellectual 
property rights is something that emerging-
market innovators are increasingly grasping. 
Singapore stands out for having legislation 
and a growing understanding of intellectual 
property rights. 
In the meantime, it pays to employ a full 
portfolio of protective measures. Very few 
companies can afford to challenge each and 
every perceived infringement by slapping of-
fenders with multimillion-dollar lawsuits. In-
stead, there are other techniques to consider 
in emerging markets: building a strong brand, 
taking out patents, protecting trade secrets, 
controlling critical resources, dominating the 
market through sheer size and strength, being 
the first to market, and so on. Each of these 
measures on its own will not protect you com-
pletely, but combining a few at the same time 
will provide fairly good protection. 
Sometimes the best defense is a good of-
fense. I have seen cases where a major Asian 
player was copied by a smaller organization, 
and responded by underbidding in price and 
overpowering the smaller player in quality and 
service. While not feasible every time, such 
tactics have a strong signaling effect, even 
when used in homeopathic doses. 
3. Market Research
Rich communication with the customer, the 
user or anyone else who influences buying de-
cisions throughout the whole innovation pro-
cess is fundamental to success. This requires 
the availability of good market data, as well as 
skilled managers able to listen, interpret and 
adjust the product or service in response to 
lead customers as they experiment and pro-
vide feedback.
Unfortunately, in many emerging econ-
omies, there is a lack of reliable market data, 
partly because the entire market research sec-
tor is relatively underdeveloped. However, 
the bigger issue is that most market research 
techniques have been developed from an 
American or Western European perspective, 
which favors individualistic rather collectiv-
istic tendencies. This makes teasing out and 
interpreting market opinion rather tricky. In 
one of my case studies on consumer goods, 
one Asian interviewee expressed it this way: 
“In Europe, you buy an expensive, branded 
luxury bag to stand out. Here we buy it to be 
part of the crowd.” 
The best way to deal with this is to find 
ways that enable the consumer to express his 
or her opinion without having to break with 
the group. In this, social media tools really 
come into their own. 
One South Korean producer of MP3 play-
ers, for example, provided software updates 
on an almost monthly basis, not because its 
system had that many bugs, but simply as an 
THE EIGHT bASIC PRINCIPLES OF INNOVATION MANAGEMENT 
APPLY EVERYWHERE. YET UNDERSTAND THAT THE EMERGING 
COUNTRIES OF ASIA HAVE DIFFERENT COMPETITIVE ADVANTAGES 
TO INNOVATE, AND ALIGN YOUR STRATEGIES ACCORDINGLY.
Focusing Your Effort exhibit 1
Good leadership
Excellent project management capabilities 
under conditions of uncertainty
1
2
Intelligent knowledge management3
Ability to take calculated risks4
AREAS TO DEVOTE MORE RESOuRCES AND ATTENTION
Integrated organizational framework
 develop an organization that unleashes the creativity of 
younger and lower-level employees by overcoming the 
downsides of power being concentrated at the top and 
the respect paid to hierarchy and elders
Fertile conditions to stimulate imagination and creativity
 educate your designers of tomorrow
5
Significant effort to protect intellectual property
 invest in a comprehensive portfolio of intellectual 
property protection measures
6
willingness to listen to end users
 engage your customers in co-creation and other ways via 
which they can express their opinions without having to 
break from the group
7
8
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excuse to invite consumers to its website, 
where they could converse with other clients 
about the quality and service of the company’s 
products in a fairly anonymous way. This en-
ables a company to gauge the moods and de-
sires of consumers more closely, and even 
involve them in the design and co-creation of 
new products or services.
Although social media penetration and 
usage are hard to measure in markets that are, 
by definition, emerging, the research that does 
exist indicates that Asia is fast developing into 
a key growth market for digital technology. Fa-
cebook ranks as the top social network, with lo-
cal players such as Orkut in India, Mixi in Japan, 
CyWorld in South Korea and Wretch in Taiwan 
all competing in their respective markets.
According to the digital  marketing 
intelligence company, comScore, half of all 
Internet users across the Asia-Pacific region 
visit a social networking site each month, with 
usage rising to more than 90 percent among 
the online populations of the Philippines, 
Malaysia and Indonesia. Social networks 
capture more online time than e-mail, news, 
games and entertainment. What’s more, the 
average social networker is older than the 
typical 18 to 24 year old, with more than half in 
Singapore and Hong Kong over the age of 35, 
yielding a wider demographic spread. 
This bodes well for emerging-market in-
novators seeking a better understanding of 
the market, closer contact with clients and 
co-creation opportunities with consumers – 
which are essential for successful innovation.
 
4. Creative Capabilities
Innovation doesn’t just happen. There have 
to be creative conditions, resources and ca-
pabilities. You need engineers, marketers and 
financial specialists, such as angel investors, 
venture capitalists and growth financiers. 
Most importantly, you need designers – 
people who can take a concept for a product 
or service, and translate it into an attractive 
value proposition for the customer.
China and India produce a lot of engineers, 
but many of these simply run the operations 
of factories, telecoms, trains and other infra-
structure. It is not that there is no creativity in 
Asia. Quite the opposite, I’ve found they boil 
over with raw creative energy. But you need 
to groom such creativity into solid design ca-
pabilities, so they go into development and 
become sophisticated innovators.
In my opinion, the biggest Achilles’ heel for 
innovation in Asia is the shortage of designers. 
There are few schools where such people are 
trained, and even fewer places where they can 
be developed.
If companies are convinced that they want 
to participate in innovation in emerging Asian 
INNOVATION
exhibit 2Model of the Innovation Process
INNOVATION REQUIRES THAT ALL THESE ACTORS AND 
INFLUENCES ARE ORGANIZED AND ALIGNED.
CONCEPT
DEVELOPMENT
PRODuCT 
DEFINITION
PRODuCT/
PROCESS
DEVELOPMENT
Temporal 
Integration
Decisions made in 
early stages affect 
later decisions
Decide “go/no go” 
at each stage
The innovation must 
be compatible with 
and relevant to the 
business context
Environmental 
Integration
Organizational 
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Cross-functional, flexible, 
organic, all voices heard
•	 Top of the Organization
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Service)
•	 The Idea Factory 
(R&D, Design)
•	 The Back Office 
(Operations, IT)
The innovation must 
be aligned with what 
the organization 
wants to achieve in 
the long run
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TO KNOw MORE
markets, I suggest they do two things: First, in-
vest in partnerships with firms that have these 
capabilities in the short turn. Then, invest 
massively in training – perhaps in collabora-
tion with governments – to develop the local 
talent in the medium term.
some Caveats
Although these are the four areas that I think 
need to be given special attention among the 
emerging economies of Asia, we should be 
careful with generalizations. Obviously, there 
are significant differences between countries 
and regions, and these differences require 
deeper analysis when seeking to become a 
player in Asia.
Richer countries such as Singapore, South 
Korea and Taiwan are investing heavily in re-
search, and one would expect them to play in-
fluential roles in the development of science-
based innovations, from genetic engineering 
to nanotechnology. Other countries still con-
tending with considerable poverty and inequal-
ity, such as Indonesia and Thailand, will prob-
ably fare better with Shanzai- or Jugaad-style 
innovation.
The two biggest players with the most sig-
nificant growth – China and India – take vastly 
different approaches to innovation. China’s 
strong central government is able to levy un-
told numbers of taxes on the wealth created 
by innovation, and reinvest them in new infra-
structure and growth capabilities. India’s cen-
tral government, on the other hand, lacks tax 
efficiency and its total tax receipts as a propor-
tion of GDP are around half to a third as much as 
those of OECD country averages, leaving more 
of the wealth being generated through innova-
tion in the hands of consumers. As such, I would 
venture that we will probably see proportion-
ally more consumer-based innovation coming 
out of India, whereas innovation that requires 
large-scale projects and heavy investments in 
infrastructure will likely come out of China.
Understanding variations like these is im-
portant, so that we can begin to align our busi-
ness strategies with each country’s unique com-
petitive advantages, and manage innovation in 
emerging economies accordingly. We have to be 
prepared to dedicate as much of our attention 
as we do our resources toward understanding 
the new trends and challenges of innovating in 
emerging markets. 
The most important thing is not to be ab-
sent from the innovative activities happening 
in Asia. If you really want to innovate in today’s 
new landscape, you have to be part of this excit-
ing journey.  
Understanding variations is important, so that we 
can align our business strategies with each country’s 
unique competitive advantages, and manage 
innovation in emerging economies accordingly.
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